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KEY ECONOMIC INDICATORS: 


All values in million U.S. $ 
unless otherwise stated 


(1) 
ITEM 


INCOME, PRODUCTION, EMPLOYMENT 


GDP at Current Prices (full year) 
GDP at Constant 1960 Prices (full year) 
Per Capita GDP, Current Prices 

(full year)(USS$) 
Construction Authorization Value(3/31/72) 
Industrial Production Index (1958 = 100) 


MONEY AND PRICES 


Money Supply (5/31/72) 

External Debt 

External Debt Service Ratio 

Consumer Cost-of-Living Index (5/31/72) 
(1959 = 100) 


BALANCE OF PAYMENTS AND TRADE 


Net Gold & Foreign Exch. Reserves(5/31/72) 
Balance of Payments (5/31/72) 
Balance of Trade (5/31/72) 
Exports, FOB (3/31/72) 
U.S. Share 
Imports, CIF (3/31/72) 
U.S. Share 


(2) 


1970 


2,972 
2,373 
191 


107 
173 


1,095 
680 
7.7 

133.9 


118 

34 
-137.0 
488 

8 


686 
78 


MOROCCO 


Exchange rate as of report date: 
U.S. $1.00 = 4.66 Dirham (DH) 


(Conversions made at rate of 
5.06 which existed prior 12/71) 


3,241 
2,486 
202 


115 
183 


189 


-136.0 
499 


698 
99 





3,516E 
2,622E 
212E 


33 
194E 


257 
68 
-28 
146 
N.A. 
174 
N.A. 


Main Imports from U.S. (metric tons - US $1,000) 1971: wheat, 627,421 - 44,203; 
vegetable oils, 50,870 - 16,235; airplanes and parts, 59 - 7,416; cotton, 6,674 = 


4,499; tallow, 13,991 - 3,040; earthmoving equipment, 1,144 ~ 2,654; trucks, 


automobiles, etc., 781 = 1,930. 


SUMMARY 


Morocco is making a good recovery from the crisis in confidence which 
prevailed in the aftermath of the abortive attempt at a coup d'etat 

in July 1971. International reserves have reached the highest level 
since independence and the trend in the balance of payments thus far 
this year suggests that there will be another balance of payments 
surplus for the fourth year in a row. Wage increases and other measures 
of the Government designed to achieve a better distribution of income 
have increased levels of consumption. The accelerated rise in the cost 
of living last year has diminished this year, largely as a result of 
the excellent crops and a decline in food prices. GDP should grow by 
better than five percent this year, compared to 4.7 percent in 1971. 


A new constitution was adopted by referendum in March 1972 providing 
for some redistribution of power. Under the new constitution 
two-thirds of the members of parliament will be elected by direct 
suffrage instead of only one-third as was the case under the previous 
constitution. Voters are now in the process of being registered and 
parliamentary elections are expected to take place next year. In the 
meantime, a new transitional government named by the King in April is 
continuing the program of social and economic reform begun last year. 
While there have been some worker and student strikes this year, there 


is no indication that public order will not be maintained between now 
and the elections. 


Investor confidence is returning but many investment decisions are 


being postponed until the publication of the next five year plan later 
this year. Gross capital formation last year was at about the same 

level as in 1970 and is not expected to increase significantly this year. 
Imports of capital equipment have been down since the middle of 1971. 
There may be some increase in imports of consumer manufactured products 
this year but this will be of less interest to U.S. firms than to 
European suppliers. Higher levels of consumption should lead to increased 
production by domestic industries which are partially dependent upon 
American raw materials or semi-manufactured products such as vegetable 
oils, cotton, tallow, synthetic fibers, synthetic rubber, etc. There will 
probably be an upsurge in imports of capital equipment next year as 
implementation of the new five year plan gets underway. 








CURRENT ECONOMIC SITUATION AND TRENDS 
Investments Mark Pause 


The excellent prospects for Moroccan agriculture, the strong expansion 
in exports, the increasing numbers of tourists visiting Morocco, and 
burgeoning international reserves indicate that 1972 will be another 
good year for the Moroccan economy. Gross domestic product this year 

is expected to rise by 5 to 6 percent in real terms, compared to 4.7 
percent in 1971. This will mean an average rate of growth in GDP of 
over five percent during the period of the current plan (1968-72), 
substantially higher than the 4.3 percent annual rate of growth projected 
in the plan, The growth in GDP in 1971 was largely due to a 5.9 percent 
increase in the value added by agriculture. This should also be the 
principal factor assuring a substantial rise in GDP in 1972. Industrial 
production grew by only 4.1 percent in 1971 (the slowest rate of growth 
since 1967) and should continue to rise at only a modest rate of about 
4-6 percent this year, 


After rising by 18.4 percent in 1970 there was virtually no change in 
the level of investments last year. They amounted to only 16 percent 
of GDP compared to 17.3 percent the previous year. The Investment 
Commission, which determines the fiscal incentives to be granted new 
investments, has speeded up the number of its approvals this year but 
these investments are more likely to have an impact on the economy next 
year than this. 


Several income distribution measures of the government in 1971 as well as 
the favorable growth in agriculture resulted in an expansion of private 
consumption by 8.2 percent in current prices. The full impact of wage 
increases and social security measures will be felt to a greater extent 
this year and should push consumption up further. 


More Emphasis on Social Measures 


The prospects for political stability appear reasonably good. While the 
period since the abortive attempt at a coup d'etat in July 1971 has been 
marked by some labor unrest and student strikes, there has been no collapse 
in public order and a fairly clear political course has now been charted 

by the King. A new constitution, approved by referendum in March, provides 
for a parliament with two thirds of its members to be elected by popular 
suffrage, compared to one third under the previous constitution, and for 
greater delegation of executive powers to the Prime Minister. The King 
named a new government in April to prepare for parliamentary elections 

in 1973 and to continue the program of economic and social reform which 

he announced in August 1971. 


The Government has taken a number of steps since August 1971 to achieve 
a better distribution of income in Morocco. It has speeded up the 
distribution of government land to small farmers and has facilitated 


the purchase of land from foreign owners for small farms. Agricultural 
credit is being increased for small farmers. Social security benefits 
have been increased by about 18 percent, government salaries by 15 per= 
cent, and the minimum wage by about 29 percent. A new supplementary 
income tax law has been introduced. Farmers are benefiting from higher 
support prices for grain. The Government is beginning to give greater 
attention to the construction of low cost urban housing. The Government 
has also announced that it will provide for a more equitable distribution 
of investments between the economic and social sectors in the new five 
year development plan (1973-77). 


A fundamental problem continues to be unemployment which has continued 
to grow year by year. The pace of new investment is not absorbing the 
excess labor. The abortive coup attempt in 1971 has sharpened awareness 
of the need to provide jobs and this will influence government policies 
in the next plan. The Government has come to the realization that a 
greater effort must be made to provide jobs in the industrial sector by 
encouraging labor intensive industries. In the meantime the Government 


continues to encourage the emigration of Moroccan workers. 


Moderate Inflationary Pressure 


After rising by about two percent yearly over the previous decade, 
the cost of living index spurted ahead by 4,1 percent in 1971, This 
was largely the result of increased levels of consumption as a result 
of wage increases and also because the prices of some foodstuffs such 
as flour were increased by the Government, The abundant harvests in 
1972 have permitted a decline in the cost of living and as of the end 
of May 1972 the cost of living index was only 2.8 percent above that 
for May 1971, 


The Government has taken steps to control the rise in prices, In 

June 1972 it published lists of goods and services whose prices 

are subject to being fixed by government decision at various levels, 
Prices of essential foodstuffs and some other consumer items have 

been controlled since 1957, but the new system would considerably 
extend the list. The new lists include virtually all foodstuffs, 
construction materials, clothing, fuel, agricultural inputs, and 
commercial services. However, actual price-setting awaits consultation 
with the private sector and decisions on prices of individual products 
by the government agencies concerned, 


Increase in the Government's Deficit 


The Government is still attempting to hold current expenditures down 

in order to achieve a surplus on current account to finance an increasing 
proportion of public investments. The adjustments required by the wage 
increases and social measures during the past year are considered to be 
only temporary departures from this policy. 








In 1971 the Government's revenue went up by only four percent compared to 
nine percent in 1970. Part of this slower rate of growth was the result 
of virtual stagnation in imports and consequently receipts from customs 
duties in comparison with a 22 percent increase in imports and a rise in 
customs duty collections the previous year. Current expenditures of the 
Government, on the other hand, rose by 8.3 percent compared to an increase 
of only 5.5 percent in 1970. There was a small decline in investments 
financed by the central government budget in 1971. 


The Government had a surplus of only DH293 million on its current account 
in 1971 compared to DH434 million in 1970. This surplus financed only 

26 percent of the investment budget compared to 38 percent in 1970. The 
overall budget deficit increased from DH729 to DH810 million. The deficit 
was financed to a larger extent than during the previous year by foreign 
borrowing which financed over half of the deficit. There was also a 
greater use of Treasury and postal savings deposits. A substantial amount 
was financed by borrowing from the commercial banks. The Government's 
indebtedness to the Bank of Morocco, however, was reduced. 


The Government has projected a record deficit of DH1,143.3 million in 

its budget this year. Compared to the original 1971 budget the budget 
for 1972 provides for an increase of 11.2 percent in current expenditures 
and 23.0 percent in investment expenditures. Revenue and income from 
government monopolies are expected to rise by only 10 percent. The 
Government is counting on an increase in foreign and domestic borrowing 
to cover the deficit. The deficit may well be less than anticipated 
because it is unlikely that investments will rise very much this year. 
Many of the investment projects included in the current plan have already 
been completed and there appears to be an absence of new investment projects 
ready for implementation. 


Credit Restrictions Eased 


In June 1972 the favorable prospects for the economy permitted the monetary 
authorities to relax credit controls. The ceilings on bank credit which 
were in effect were replaced by indirect management of bank credit through 
controls on reserve requirements and access to central bank rediscount 
facilities. The money supply through May 1972 had risen at a rate of 14.5 
percent above the same period for last year. The rate of expansion in the 
money supply for all of 1972 should be considerably higher than the rate 

of 12.1 percent in 1971 and 6.6 percent in 1970. 


There is little change in the interest rate structure of the banking 

system from year to year. Interest rates have been maintained at levels 

well below those in many other countries. The discount rate of the Bank 

of Morocco (generally 3.5%) has not changed since 1951. Yields on government 
bonds, held largely by banks, vary from 3.5 percent for one year bonds 

to 6.35 percent for 15-year bonds. Interest rates charged by financial 
institutions range from about three percent to twelve percent. 


Excellent Agricultural Prospects 


Weather conditions this year have been excellent and agricultural forecasts 
are buoyant. Production of the four principal cereals (bread wheat, durum 
wheat, barley, and corn) last year amounted to about 4,300,000 tons, up 18 
percent over the previous year. All indications are that the cereal crop 
this year will be even better. The Government is maintaining the higher 
support prices for grain established last year in the hope of encouraging 
marketing of the grain since normally only a relatively small part of 
production enters officially-controlled commercial channels. Since cereals 
are grown on about eighty percent of the land cultivated in Morocco, the 
crop is a major determinant of the trend in the economy. It is largely 
because Morocco has not had a bad drought year since 1966 that it has been 
able to achieve a higher rate of overall growth under the current plan than 
during the previous decade, 


Production of other major crops this year is also good. Citrus exports are 
up as a result of increased production. There has been a strong expansion 
in olive oil exports following a record olive crop last year. Production 
of cotton (Egyptian-type), which is mainly exported, and sugar beets, which 
are converted into sugar by domestic sugar mills for local consumption, are 
also expected to be quite good this year. 


Dam construction will continue to receive considerable emphasis in the 
Government's plans for agricultural development. Under the current plan, 
dams have been constructed on the Ziz, Tessaout, and Draa rivers, and others 
are under construction on the Bou Regreg, the Massa, and the Inaouene. Four 
dams are being projected for the next plan. While dam construction under the 
current plan has been on schedule, land preparation has lagged behind and 
progress with regard to rainfed agriculture and livestock has been slow. The 
Government now seems prepared to give more attention to rainfed agriculture 
as well as to intensified use of existing irrigation facilities. 


Modest Increases in Manufacturing and Mining 


Industrial production in 1972 is expected to increase at a rate of between 
4 to 6 percent. A rise in industrial production usually follows a good 

crop year, especially in the industries producing for domestic consumption. 
Industries producing for construction will probably continue to produce 

at a high level in view of the continuing increase in construction. Most 
Moroccan industry is of the import substitution variety. However, the 
Government intends to encourage manufacturing for export by channeling invest- 
ment into industries for export under the next plan. It has announced that 
it will provide the initiative and capital itself for investment in industry 
if it is not forthcoming from private sources. However, it intends to 
dispose of its shares to private Moroccan investors to the extent possible. 


The fishing industry in a normal year contributes about eight percent of 
export receipts. The main commodities exported are canned sardines and 
fish meal. The decline in the fishing catch in recent years has been 
largely due to variations in the abundance of sardines. The obsolescence 
and limited range of the fishing vessels did not permit the exploitation 

of more distant stocks to compensate for the declining yields on traditional 








grounds. The Government is giving more attention to modernizing the 
fishing fleet and investment in the fishing industry will receive 
more emphasis in the next plan. The Government is encouraging joint 
ventures in fishing with foreign firms. 


The Office Cherifien des Phosphates, the government phosphate monopoly, 
expects that production will reach 14 million tons this year compared to 
around 12 million tons last year. Phosphate exports were up by 2.8 percent 
last year and reached a record level of 11,886,000 tons. There was a 
considerable increase in demand for fertilizers in 1971 and exports of 
triple super phosphates more than doubled over the previous year. Exports 
of phosphates during the first quarter of this year were up by 13 percent 
over the first quarter of last year, 


Iron ore production has declined in recent years but is expected to pick 
up again when an iron ore pelletization plant at Nador is completed later 
this year. Morocco and Algeria have also announced an agreement on the 
joint exploitation of the iron ore deposits at Gara Djebilet near Tindouf, 
Algeria. It appears that a railway will be constructed from the mines 

to Morocco's Atlantic coast to transport the ore. 


International Reserves Continue to Rise 


Net international reserves at the end of May were forty percent above 
their level at the end of May 1971 and 36 percent above the December 
level. There is every indication that Morocco will have another balance 
of payments surplus this year, the fourth balance of payments surplus 

in a row. A relatively high level of reserves last year was a deciding 
factor in Morocco's decision not to devalue the dirham in relation to gold 
during the general realignment of currencies. On December 18, 1971 the 
par value of the dirham was changed from 5.06049 to 4.66097 dirhams to 

the dollar. 


Exports will probably advance in 1972 at a considerably better rate than 
in 1971 when they went up by only 2.3 percent. Exports of phosphates, 
citrus, wine, olive oil, fish, manganese, cobalt, and handicrafts are 
expected to improve this year. Exports during the first quarter of the 
year were up by sixteen percent over the first quarter of last year, 


Morocco can also expect substantially increased receipts from tourism 

and worker remittances in 1972. Both of these sources of foreign exchange 
have been making a growing contribution to the Moroccan balance of payments. 
Tourism was adversely affected by the abortive coup d'etat, the 
international financial crisis, and a cholera scare in 1971 and grew at a 
slower rate than in 1970. Tourist receipts were nevertheless up by 15.7 
percent. Tourism was a more important source of foreign exchange than 
phosphate exports last year and should continue to grow at a faster rate. 
Hotel capacity increased by 15 percent in 1971 and may increase at an even 
better rate this year. Worker remittances have also shown a tendency to 
grow at a rapid rate having increased by 52 percent in 1971. 


The rise in imports should be moderate this year because the excellent 
crops will reduce the need for imports of wheat and the postponement 

of investments will result in reduced capital equipment imports. In 
fact, imports during the first quarter declined by 7.2 percent over the 
first quarter of last year, primarily as a result of a drop in industrial 
equipment imports. Imports should expand substantially during the early 
years of the next plan, especially in capital equipment imports. 


Capital inflow from official loans last year rose by 14.5 percent. Net 
receipts from official loans were nevertheless down by 8.2 percent from 

the previous year because of the sharp increase in servicing of the external 
public debt. In 1971 the servicing of the external public debt represented 
63 percent of the amount of the loans received instead of 48 percent in 
1970. The servicing of the foreign debt in 1971 rose sharply to 12 
percent of exports of goods and services compared to seven percent in 1970. 


IMPLICATIONS FOR UNITED STATES BUSINESS 


New Five Year Plan Nearing Completion 


The new five year economic and social development plan should be completed 
toward the end of this year, It will provide an important guide to 

the requirement for imports of both goods and services over the next 

five years, The last economic trends report provided a summary of the 
major projects being considered for inclusion in the plan, The table 
below provides data for planned rates of growth of the various sectors 

of the economy under the current plan, the actual rate of growth achieved 
in 1968-71, and the rate of annual growth being projected under the next 
plan. 


Sector Current Plan Next Plan 
Projected Achieved 
Agriculture 2.1 6.4 3.2 
Power 5.4 Fee 70 
Mines 7.9 21 5.0 
Industry 4.3 Sa2 7.0 
Construction 8.5 5.9 8.0 
GDP 4.3 5.6 6.5 


Imports from U.S. Should Expand Under Next Plan 


Although Moroccan imports grew by only 1.8 percent in 1971 the rapid rise of 
22 percent in 1970 resulted in an average increase for the two years of 12 
percent. The United States continued to be the second most important source 
of Moroccan imports in 1971, accounting for 14.2 percent of the total. 
Imports from the United States rose by around 27 percent to a value of 

US$99 million. 
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The principal competitor of the United States in the Moroccan market is the 
European Economic Community (EEC). Although the EEC accounts for over 
fifty percent of Morocco's foreign trade, it has not increased its share 

as a result of the agreement of partial economic association which went 
into effect in September 1969. While Morocco received preferential treatment 
for many of its exports in the EEC as a result of the agreement, it did 

not in return grant any tariff preferences for EEC exports. The value 

of trade with the EEC declined last year both relatively and in absolute 
value. Consideration is being given by the EEC to the negotiation of 

a new agreement to provide for a closer economic association. Talks 

are expected to begin next year. 


The United States share of the Moroccan market may drop somewhat in 1972 

as a result of the excellent cereals harvest. A substantial amount of 
wheat was imported from the United States during the first half of 1972 
under PL480 Title I and CCC credits but it is anticipated that less wheat 
will be needed during this fiscal year. It seems likely, however, that the 
need for wheat will outpace increases in production in the medium term 

and there should be a good market for U.S. wheat for some time to come. 


The major emphasis of the United States Government's economic assistance 
program in Morocco has been in the field of agriculture. AID has been 
providing the Government with agricultural sector loans of $7 to $10 
million yearly. A wide range of commodities may be imported from the 
United States under the loans with the counterpart being used for 
government investment in agriculture. The United States has also been 
providing large quantities of wheat, vegetable oils, and cotton under 
PL480 Title I, the local currency counterpart of which is used primarily 
in the agricultural sector. AID technical assistance for increasing 
cereals yields has had considerable success since the inception of the 
program in 1968 but Morocco is a long way from self-sufficiency in grains. 


There will probably not be a sharp increase this year in imports of American 
agricultural products such as cotton and vegetable oils which are used in 
Moroccan industry. Over the longer run, however, the growth in population 
and the steady expansion in industrial production for domestic consumption 
should provide a growing market for these products. There should also be 

a continuing demand for tallow, which is imported in substantial quantities 
from the U.S. 


Importers of agricultural and industrial equipment do not anticipate any 
significant increase in demand for these products this year. The Government 
itself plays an important role in creating a demand for them and the 
Government is not initiating new projects at this time which would require 
substantial amounts of agricultural or industrial equipment. This situation 
is expected to change as soon as the details of the next five year plan 

have been announced and the Government begins to implement it. 


Manufacturers of United States transportation equipment should be able 
to greatly expand their sales to Morocco under the next five year 
plan. Royal Air Maroc, the Moroccan airline, is completely modernizing 


ll 


its fleet of aircraft. It has purchased two Boeing 727 aircraft in 

the past two years and has announced its intention of buying five more 
during the period of the next plan. An order has already been placed 
for the delivery of one of these in 1973. There should be opportunities 
for the sale of locomotives and rolling stock for the Moroccan National 
Railways which has announced its intentions of greatly modernizing its 
equipment during the next plan. The Office National des Peches plans 

to modernize the fishing fleet and COMANAV, the Moroccan steamship line, 
has begun to acquire modern vessels, particularly for the export of 
citrus. 


The rise in consumption levels resulting from wage increases and other 
welfare measures of the government will probably not result in very many 
increased sales of United States consumer manufactured products. It 
might well result in a rise in U.S. exports of raw materials and semi- 
manufactures for Moroccan industry, however. Many industries are 
operating at under capacity and will simply expand production to meet 
increased consumption. 


Moroccans Want More U.S. Private Investment 


The Moroccans have the welcome mat out for potential investors who 
visit Morocco. An office for the orientation of potential investors 
has been established in the Prime Minister's Office. 


The Government is particularly interested in stimulating investment 

in the agribusiness sector, The processing of agricultural and mineral 
products will be given greater emphasis under the next plan. The 
Moroccans are also interested in obtaining foreign partners with a 
distribution network in the United States who will be able to market 
any products produced by joint ventures. Fishing is another sector 

in which joint ventures are desired, 


The tourist industry welcomes foreign investors. A number of hotels 
are being constructed by foreign firms in partnership with one or 
another of the Moroccan Government agencies which own equity in 
tourist ventures. 


The Bureau de Recherches et Participations Minitres is seeking joint 
ventures with U.S. firms for the exploration for minerals and their 
eventual production. The foreign investor is normally expected to 
finance exploration expenses up to the amount already spent by the 
BRPM; thereafter the expenses are usually shared equally. Several 
agreements have been signed between the BRPM and foreign firms recently 
for the exploration of minerals such as molybdenum and fluorite. 


The Bureau de Recherches et de Participation Minitres is also interested 
in the participation of foreign firms in the exploration of petroleum 
and in particular offshore exploration. U.S. firms have been more 
interested in exploration for petroleum than for other minerals and 





three U.S. firms are exploring off the Atlantic coast of Morocco. Domestic 
production of petroleum has declined to insignicant proportions and Morocco 
imports virtually all of its petroleum requirements from Algeria and the 
Soviet Union. The two domestic petroleum refineries have been expanded 
recently to meet the rapidly rising demand for petroleum products. 


In April 1972 the Prime Minister announced that the Government's study 

on Moroccanization was nearly complete. When finished, the Government 

will proceed with the preparation of legislation on Moroccanization of 

the services section, The legislation will call for Moroccanization of 
commercial firms with exclusive representation within a short period of time, 
It will require 51 percent Moroccan capital in these firms, two-thirds 
Moroccan participation on the board of directors, and appointment of a 
Moroccan manager. The legislation will not be applicable to the industrial 
sector although the Government prefers to have Moroccan participation in 
industrial enterprises, 
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